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m FINANCIAL HIGHLIGHTS
(Billion pesetax) Jan-Sept.98  Jan-Sept.97 Change
OPERATING REVENUES 2,148 2,022 6. 2%
EBITDA 1,186 1,088 9.1%
% EBITDA 56.2% 53.8% 1.4p.p.
NET INCOME 163.3 141.8 15.2%
CASH FLOW g42.8 790.0 6.7%

\, TASA/COINTEL FULLY COMSOLIDATED FIGURES THROUGHOUT THE DOCUMENT
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GROWTH AND DIVERSIFICATION

Revenues from operatims Sept. Bn pta. | Increase
(Billion pesetas) 1998 Structure A 98797 in Growth
M 3 u T
Telefdnica de Espafia 1,229 49% a8 162&.
Telefdnica Internacionl 673 2T% B& 24'%
Telefdnica Méviles 338 14% 74 32%
| Others 256 10w &9 ZR%
| Subtatal 2408 | 100% | 233 100%
Intragroup Sales 350
TOTAL 2,14 ]
EBITDA Sept. Bn pis. Increase
(blilion pras) 1958 Structure A 98/9T | in Grawth
Telefénica de Espatia 644 S54% ~13.4 «14%
Telefénica Internacior al an7 0% 75 8%
Telefénica Maviles 150 13% 774 79%
Otheps gnd eliminatior s a5 3% 264 27
TOTAL 1,186 100% o8 .5 100%
TELEFONICA DE ESPANA:
REVENUE FROM OPERATIONS
[ MIL.Ffas. %Change ﬁmﬁ_\‘

| ReVENUE DERIVED FROM US PR o % 2
BASIC TELEPHOM/ MONTHLY FEE 179,946 6.0% 14.6%
BASIC TELEPHONY CONMECTION FEE 15,3687 (18.5'%) 1.3% ’
MONTHLY FEE (O THERS) 157,763 11.9% 12 8%

! CUSTOMERS PREALSES EQUIPMENTS 49,069 (9.1%) 4.0%
OTHERS 48.922 5.4% ao% |
REVENUES FROM OFERATIONS 1,228,827 3.2% T 100% |

| _KEYPOINTS BEHIND SLOWDOWN _  TamwEcHANees |

= Market share loss
= Tariffs reduction

+ Tariff rebalanzing

« Diceounrs Programs (i'lones ClaresT)
- Gptimisetion of Mobil intereonnection points

July 97

+ March 57 ILb: -8.8%
- Apell 97 DLD: 5%

haduction an 2 linea connecvion fea

pLD: -3%

Pedustione

« Jun, %@  Circuitz renvul reduction (8% - J3%)
- March 98 TSDM: connect. and monthly fes

Fired 1o moblle call meductions (15%)

+ Aug. 98  Tarl¥f rekauncing

i



TELEFONICA DE ESPANA: USAGE (I)

TMINUTES/LINE/DAY EVOLUTION |

Sept.96 1.97 t.98
Min_/Line/Day 9.85 10.6 11.8
Lyeorincrgate | 87%  7,6% 11,4%
| TOTAL USAGE RIVENUES 6ROWTH m C28% Y
| TARIFF/PRICE REDUCTION _ . (6.3%)
| CHANGE OF PATTIRN OF USAGE (5.9%)

AVERAGE LIS GROWTH

m

4.2%

USAGE PER LINE sROWTH 11.4%

‘jn TELIFONICA DE ESPANA: USAGE (IT)

% Year over Yeor

REVENUES FROM USAGE Revs. | Min.
Accumulated (milliens ptas.) Local 19.6% | i7.8% || Aceumulated
Sept.98: 777740 Prov. 17R| -1.4%l|  (miilions)
A Sept98/97: 2.3% bLb aan| 72%|| Sept.B8: Bz2lz2l
o o.om | 15.3% |\ & Sept 98/97: 16.1%
- Interconn,| 23.3% |a7.0% .

AR TH BET



m TELEFONICA MOVILES: CUSTOMER BASE

[roTaL cusram&@
2,930,990

E Analogy ‘
1
0 esMm 1,135,345

=]
Sep 97 Dec 97 Sep 98

Znnual growth as of Gep-98: 42.2%
Pre-paid customers: 1, 252 031

79,187,696 "|

j3,281,271

2,087,101

TELEFONICA MOVILES:
QUARTER NET ADDITIONS VS EBITDA MARGIN

» 800 T T 70%
';%ém : ) /’f ' 50%
fgo TT—— L 30%
£ 200 % 10%
.E_ 0 - : : : —r =10%

397 4Q97 1G98 2098 3Q9
[ —a-MNet adcitions (total market) _——T.M. E BITOA margin |

- 3087 4 1008 " aa \
Market share 74.4%  73.5% 724% T12% 70.8% |
#Nat income 10.5 123 121 22.7 262




MARKET EVOLUTION: 1996 - 2001 4\

m

[d Telefanica Méviles B Competitors

10 ,
T.M. s

Market
share

Million clienfs

5

66%  62% 591

o+ 78% T3% TO% .
1999¢ 2000e 200le

1996 1997  1998e
[Pematration: 18%  26% _ 33% 41% |

m TELEFONICA INTERNACIONAL:
GROWTH IN CUSTOMER BASE
|_Lines in service Cellular eustomers || Cable TV customers
Sopt. Change Sept.  Change S5epT, Change
thousande 1508  op/e7 || 1008 98/97 || 1998 7
TISA 15,606 81.1% 3,064 127.3% 588 28.9%
manogement
(414 i, 608 13.9% 457 180.9% 280 15.1%
TOP 1,549 -2.4% AR &0, 4% 309 A4.7%
TABA 1,974 k5% 7 33.1% ||
£RT 1,338 45 9% 454 TR
TELESP+CTBE 4, 040 n.x
TELESULESTE 635 .5
LEEesw L |28 . AL | IR
Financzial Haldings
CAMNTV i TED 5.0% 5u0 83.1%
Teleap Cellular 1,593 .z,
Cablevizien (*) 1.518 H%
TOTAL JL!.B,Eﬁa £3.6% 5,210 215.8% J 2,106 38%

Significant increase in market size after Brozilian investmenta
TP 7, PPT "] 1987 Figu s correspond tu Mubtonnal’s curhemers.



TELEFONICA INTERNACIONAL

e ——————————]

/ | ePERATING:

|~ MODERATE INCREASE IN
. REVENUES DUE

'—“mh SANUARY- —' TO ECONOMIES SLOWDOWN.
} (Dfﬂﬂ" SEFTEMEER 98 CHANSE | * STRONG GROWTH

OF BAD DEBT PROVISIONS.

Revenues &75,605 9.1%

EBITDA(Y) 396,590 2.3% | NON OPERATING:
+ NEGATIVE NET MONETARY

% EBITDA 529%  -3.8P.P.| coRRECTION IN CHILE & PERU, |

Mer Income 20,042 -21.3% = HISHER INTEREST EXPENSES

DLE TS THE TNCREASE IN
(W) E ] Eu:ludtn; +he iy eogh of bad dabt prowizion

DEBT AT OPERATING
COMPANIES & HOLDING LEVEL.
RGP M T

_ OPERATING EXPENSES

'TELEFONICA 6ROUP|

(Milion peactas) r J‘unu:;réyé-:tpt. mCl'mnge i
Operating expenses 973,336 (0.2%) |
« Supplies 220,674 (0.8%)
« Personnel expenses 490,978  2.4%
» Subcortracts 225966 (5.9%)
« Taxes 35,718 9.5%
L00 [F

ARND SOTHVHIYL "5°d FCOTERE

Xvd ¢€-6T HIAI 86. TT-9¢



En NET FINANCIAL EXPENSES

"TELEFONECA GROUP |

Jaruary-Sept. Change

]
{Miltion pesetoz) 1998 97/98 |
[ Met interest 145,723 7.6% |
[ |

Net exchange losses 2,787 -68.8%
L |

Provisions 9,961 -8.1%
| .
[ Others (Correccién Monetaria) 16,688 es. |
T ;
i A
| Financial Resul's 176,149  16.6% l
1 l

n EXTRAORDINARY RESULTS
. TELEFONTCA GROUP -
January-Sapf. ch
(Million pesctas) ( 1998 i 97“/“99: |
| Extroordinary income 45,023 84.2% |
\ ‘
Extraordinary expenses 146,735 16.9%

- Digmantled plast pending depreciation 23,904 {0.5%)

« Volurtary retirament/release plon 73,750 14.3%

« Cthers 49,081 326%

~F

| Extraordinary results (101,712) 0.6%

|




TELEFCINICA GROUP: TOTAL INVESTMENT 4\

pu

=
Jarwary-Sept.  Change !

{Millian pesetas) 1998 97/98 ;
Total Invasiment 1,454 498 120.4%
- = GAPEX 44R,035 {13,9%)
« FINANCIAL INVESTMENT 1,006 463 609.3%
| }
Telefénica de Espafia 200,082 | {12.7%)
«Telefénica Internacianal 172 031 (19.1%)
»Telefdnica Mariles 62,938 (11.5%)
sOthers (incluging consol. 12 984 148.4%
adjustments)
L

‘ n INDEX

i

!
1- CONSOLIDATED RESULTS FOR TANUARY-SEFTEMBER 1998 |

2- FINANCIAL IMPACT OF NEW INVESTMENTS IN BRAZTL




INVESTMENTS IN BRAZIL \

COMPANY 2545 STAKES AMOUNT 1
IN CONSORTIA (™} (Ba. EX*)
TELESP PARTICIP. 63.0% 3.13
TELESP CELLULAR PARTICIP. 35.8% 1.10
TELESUDESTE CELLLAR PARTICIP. 82.5% 0.96
TEl CELLULAR PARTICIF, 3§.0% ' Q.14
TOTAL TNVESTMENT 534 -
PAYMENTS STRUCTURE) .
® 2.14 Bn_$ paid on August 98 (80%): w

= Right Offering + Credit Lines: 1.24 Bn.%
= Gensortium Bond Tasue (1.5 Bn % x 63%): 0.95 Bn. %
® 3.7 Bn. reais(3.2 B $(*)) 1o be paid within the next 2

years (60%):>Go mrnment funding in reais
=>Tn-wpest rate: 12% + { I6P-DI) )

ey t™) GUPPRRt rrakes, subjected fo changes. (**) Exehatige rate B/4/08! 1166 "

‘m RISK MANAGEMENT IN BRAZIL

3,67 % nct
interest rate

( Financial :"_" -
Markets H TISA
2abnUSS
-

11.87% % goupon (net of withholding faxes)

& Bond maturd - ization i
nmﬂl Ig .E r:nmE;'r n linked 1o deferved payment dotes of

# Should defaults oceur, TISA can cancel ita debt with BMBES with the bond.
® Tax savings on Inte =5t enzes ar a resuly of meving debt eutside Brozil.

| NPV of SAVINGS: 250.M$ |

3.7 bn resis """

fovems  BNDES

Us 5 severeign bond mubseription




15/11 '88% MIE 08:45% FAX 5232633 DRON. GRAL . FINANZAS CORP. o1z

m DILUTION EFFECTS OF BRAZILIAN
ACQUISITION

o
fx Investment: 5.34 bn.$

|

X Goodwill: 75% > Progressive amortization 26-27 years

X Financing: (- 23% - Cash + Credit Lines ' |
{f 1% - US$ at 5, 5%
60)% - Reais at 12% + (I6P -DI) i

X /. Income from associated companias

\{ Brazilian Sovercign bond => Net savings 280 M.$ :“
;" ‘(L — ’
N, 98E 995  Z2000FE).. ...
T | Dilution effects 0.4% +0.3% +1.9% ..J.--‘=- .
Telefonica
11

TIT0[F ARND SOTHVHIYL "5°d RCOTSRE XVd ££:6T HAOr %6. T1/9%



